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Note: The example is simplified for presentation. Original investment was assumed to be
made at one time. There are no loan costs or start up costs factored in the original
purchase or subsequent purchase.

VI Year End Conformance:

Facilities with fiscal years beginning January 1, 1997 through December 1, 1997 will
not have a Year End Conformance applied.

For subsequent fiscal periods, year end conformance will be reviewed for each facility.
Approved ancillary rates for the fiscal year ended 24 months before the beginning of
the rate year will be compared to the actual ancillary cost per patient day for that
period. An adjustment to the prospective rate will be calculated as 90 percent of the
difference between the approved ancillary rate and the actual ancillary cost per patient
day. If actual total facility costs per day are less than two percent above or below the
approved total rate (without year end conformance in the base year rate, if any) no
adjustment will be made. A positive adjustment will be limited to the amount that
actual total facility costs exceeded the overall approved total rate (without year end
conformance in the base year rate, if any) in the base year, and a negative adjustment
will be limited to the amount that the approved total rate (without year end
conformance in the base year rate, if any) in the base year exceeded the actual total
facility costs in the base year.

The Department will, in its discretion, waive all or part of the year end conformance
if the facility provides justification that manifest injustice will result if year-end
conformance is strictly applied, based upon consideration of the following factors:

- whether the facility has taken effective measures to control costs in response to the
situation upon which the waiver request is based.

- whether the waiver request contradict a prior action of the Department as to an
element of the facility’s rate.

- whether the waiver would result in payment for only allowable cost of services
authorized by the division of medical assistance under state or federal laws.

- whether the situation upon which the waiver request is based results from the
provision of direct Fatient care or from prudent management actions improving the
financial viability of the facility to provide patient care.
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VII. Adjustment to Rates:

Rates for facilities are set by the Department with the advice of five Governor
appointed Commissioners. The Commissioners represent the state of Alaska, the
providers, a physician, a certified public accountant and a consumer. Facilities have
the opportunity to provide additional information on significant changes that would
impact the rates.

The Department, on its own or at the request of an applicant, in its discretion, will
reconsider its actions within 30 days. There is nothing to preclude a facility from
petitioning the Department at any time during its fiscal year for additional
consideration.

Reconsiderations are warranted only in those cases where the proper application of the
methods and standards described in Attachment 4.19-D is in question or is being
challenged.

VIII. Provider Appeals:

If a party feels aggrieved as a result of the Department's rate setting decisions, the
party may appeal and request reconsideration or an administrative hearing.

Administrative hearings are conducted by Governor appointed Hearing Officers. An
administrative appeal must be filed within 30 days of the mailing of the decision of the
Department.

The Hearing Officer would hear a case in accordance with administrative law in the
state of Alaska. The Hearing Officer would prepare draft findings, conclusions and
order for the Commissioner of the Department's review. The Commissioner of the
Department would review the findings of the Hearing Officer and may accept, reject,
or modify the Hearing Officer's recommendations. If the party still feels aggrieved at
this point, judicial review is available to contest actions of the Department and the rate
set.

1X. Audit Function:

The Department has statutory authority to audit data relating to Medicaid prospective
payment rates. Audit findings that would affect prospective payment rates are adopted
by the Department and incorporated into future prospective rate calculations.

TN No. __97-03 Approval Date April 22, 1999 Effective Date __ January 1, 1997
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X. Exceptional Relief to Rate Setting:

If the rate setting methodology results in a permanent rate which does not allow
reasonable access to quality patient care provided by an efficiently and economically
managed facility, the facility may apply to the Deputy Commissioner of the Department
for exceptional relief from the rate setting methodology.

This provision applies to situations where a facility is forced to close or dramatically
reduce quality of care to its residents due to the inadequacy of its payment rate. To
apply for exceptional relief, the facility's application should include:

1.

the amount by which the facility estimates that the rate should be increased to
allow reasonable access to quality patient care provided by an efficiently
managed facility;

the reasons why and the need for exceptional relief requested, including any
resolution by the facility's governing body to support the reasons offered, and
why such a rate increase cannot be obtained through the existing rate setting
process;

the description of management actions taken by the facility to respond to the
situation on which the exceptional relief request is based;

the audited financial statement for the facility for the most recently completed
facility fiscal year and financial data, including a statement of income and
expenses and a statement of assets, liabilities, and equities and a monthly facility
cash flow analysis for the fiscal year for which the exception is requested;

a detailed description of recent efforts by the facility to offset the deficiency by
securing revenue sharing, charity or foundation contributions, or local
community support;

an analysis of community needs for the service on which the exception request
is based;

a detailed analysis of the options of the facility if the exception is denied;
a plan for future action to respond to the problem; and

any other information requested by the Deputy Commissioner to evaluate the
request.
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The Deputy Commissioner may request recommendations from the Commission on a
facility's application for exceptional relief. The Deputy Commissioner may increase the
rate, by all or part of the facility's request if the Deputy Commissioner finds by clear
and convincing evidence that the rate established under Section IV. and Section VI. of
Attachment 4.19-D does not allow for reasonable access to quality patient care provided
by an efficiently and economically managed facility and that the granting of an
exception is in the public interest. In determining whether the exception is in the public
interest, the Deputy Commissioner may consider at least:

1.

the necessity of the rate increase to allow reasonable access to quality patient
care provided by an efficiently and economically managed facility, including any
findings of the governing body of the facility to support the need;

the assessment of continued need for this facility's services in the community;
whether the facility has taken effective steps to respond to the crisis and has
adopted effective management strategies to alleviate or avoid the future need for
exceptional relief;

the recommendations, if any, from the Commission;

the availability of other resources available to the facility to respond to the crisis;

whether the relief should have been obtained under the existing rate
methodology;

other factors relevant to assess reasonable access to quality patient care
provided by an efficiently and economically managed facility.

The Deputy Commissioner may impose conditions on the receipt of exceptional relief
including, but not limited to the following:

1.

2.

the facility sharing the cost of the rate exception granted;

the facility taking effective steps in the future to alleviate the need for future
requests for exceptional relief;

the facility providing documentation as specified of the continued need for the
exception; or
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4, a maximum amount of exceptional relief to be granted to the facility under this
section.

If the Deputy Commissioner finds by clear and convincing evidence that the rate
established under the methodology does not allow for reasonable access to quality
patient care provided by an efficiently and economically managed facility and that the
granting of an exception is in the public interest, the Deputy Commissioner may, in his
or her sole discretion increase the rate.

Amounts granted as exceptional relief shall not be included as part of the base on which
future prospective rates are determined. Exceptional relief shall be effective
prospectively from the date of the exceptional relief decision and for a period of time
not to extend beyond the facility's rate setting year. A facility may apply for and be
granted exceptional relief in the following year. A party aggrieved by a decision of the
Deputy Commissioner concerning exceptional relief may request an administrative
hearing to the Commissioner of the Department.
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